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MEMORANDUM FI NDI NGS OF FACT AND OPI NI ON
VASQUEZ, Judge: Respondent determ ned a deficiency of
$10,048 in petitioners’ 1996 Federal incone tax. The issues for
deci sion are whet her petitioners have substantiated $5,704 in
medi cal and dental expenses under section 213 and whet her
petitioners are entitled to deduct $38,829 in alleged casualty

| osses under section 165.1

' Al section references are to the Internal Revenue Code
in effect for the year in issue, and all Rule references are to
the Tax Court Rules of Practice and Procedure.
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FI NDI NGS OF FACT

Sone of the facts have been stipulated and are so found.?2
The stipulated facts and the related exhibits are incorporated
herein by this reference. At the tine of filing the petition in
this case, petitioners resided in Los Angeles, California.

James Lewis Hunter and his wife, Lillian E. Hunter, filed a
joint Federal inconme tax return for 1996. On Schedul e A,
| tem zed Deductions, of their return, petitioners clainmd $10, 530
in medi cal and dental expenses. The expenses included nedi cal
and dental bills that petitioners paid on behalf of their
daughter.® After accounting for the 7.5-percent adjusted gross
income (AQ) threshold limtation under section 213,%
petitioners’ medical and dental expense deduction equal ed $2,227.

On their Schedule A, petitioners also clainmed a $50, 000
casualty loss for earthquake danmage to the foundation of their

residence. After the threshold limtations under section

2 W note that petitioner Lillian E. Hunter did not sign
the stipulation of facts. Because petitioners have not argued
that the stipulation of facts does not apply to Ms. Hunter, we
treat the stipulation of facts as applying to both M. Hunter and
M's. Hunter.

3 On the return, petitioners listed their daughter and her
two children as dependents. Respondent does not chall enge these
dependency exenptions.

4 Sec. 213 provides that “There shall be allowed as a
deduction the expenses paid during the taxable year, not
conpensated for by insurance or otherw se, for nedical care of
t he taxpayer, his spouse, or a dependent * * * to the extent that
such expenses exceed 7.5 percent of adjusted gross incone.”
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165(h),% the casualty | oss deduction equal ed $38, 829.

After exam ning the return, respondent determ ned that
petitioners’ deductions were overstated by $41, 056, resulting in
a deficiency of $10,048. |In the notice of deficiency, respondent
di sal | oned $5, 704 of the $10,530 in nedical and dental expenses
clainmed by petitioners on the ground that petitioners had failed
to substantiate such anbunts.® Respondent al so disallowed the
casualty | oss deduction because petitioners had failed to show
that they had suffered a deductible I oss in 1996 under section
165.

OPI NI ON

Medi cal and Dental Expense Deducti on

Deductions are strictly a matter of |egislative grace, and
t axpayers bear the burden of proving that they are entitled to
any deductions clainmed on their return. See Rule 142(a);

| NDOPCO, Inc. v. Conmm ssioner, 503 U S. 79, 84 (1992). Taxpayers

nmust substantiate anounts cl ai med as deducti ons by mai ntai ni ng

the records necessary to establish such entitlenment. See sec.

> Sec. 165(h) states in part that “Any loss * * * shall be
allowed only to the extent that the anmount of the loss to such
i ndi vidual arising fromeach casualty * * * exceeds $100" and
only to the extent that the net casualty |oss “exceeds 10 percent
of the adjusted gross incone”.

® The remaining $4,826 in nedical and dental expenses no
| onger exceeds the 7.5-percent threshold limtation under sec.
213. Therefore, after respondent’s adjustnents, petitioners
cannot deduct any of the remaini ng nedi cal and dental expenses.
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6001; Hradesky v. Conm ssioner, 65 T.C. 87, 89-90 (1975), affd.

per curiam 540 F.2d 821 (5th Gr. 1976); sec. 1.6001-1(a), Incone
Tax Regs. To substantiate nedical and dental expenses under
section 213, the taxpayer nust furnish the nanme and address of
each person to whom paynent was made and the anpbunt and date of
each such paynent. See sec. 1.213-1(h), Inconme Tax Regs. |If
requested by the Conm ssioner, the taxpayer nust also furnish an
item zed invoice which identifies the patient, the type of
service rendered, and the specific purpose of the expense. See
id.

Respondent disallowed the $5,704 in nedical and dental
expenses on the ground that petitioners had failed to provide
adequat e docunent ati on substanti ating these expenses.
Petitioners, however, argue that they substantiated these
expenses with cancel ed checks that they wote to their daughter.
According to M. Hunter’s testinony, their daughter used these
checks to pay for her and her children’ s nedical and dental
expenses. Petitioners, however, have failed to provide any of
t he cancel ed checks or other docunents relating to these

expenses.’ W are not obligated to accept M. Hunter’'s self-

" The Court decided to recall the case during the second
week of the trial session so petitioners could | ocate and submt
any docunents which could be used to substantiate the disall owed
medi cal and dental expenses. However, at the recall, petitioners
failed to appear and produce any cancel ed checks, receipts,

i nvoi ces, or other docunentation verifying the disall owed
expenses.
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serving and uncorroborated testinony in this regard. See Geiger

v. Conmm ssioner, 440 F.2d 688, 689-690 (9th Cr. 1971), affg. per

curiamT.C. Meno. 1969-159; Tokarski v. Comm ssioner, 87 T.C 74,

77 (1986). Accordingly, we sustain respondent’s determ nation.

Casualty Loss Deduction

Pursuant to section 165(a) and (c)(3), a taxpayer is allowed
a deduction for an unconpensated | oss that arises fromfire,
storm shipweck, or other casualty. The |oss nust arise from an
event that is identifiable, damaging to property, sudden,

unexpected, and unusual in nature. See Wite v. Conm ssioner, 48

T.C. 430, 433 (1967); Kielts v. Conm ssioner, T.C Meno. 1981-

329. Cenerally, a casualty loss is deducted in the year the | oss

Is sustained. See sec. 165(a); Hunter v. Conm ssioner, 46 T.C

477, 492 (1966); Allen v. Comm ssioner, T.C Menp. 1984-630;

secs. 1.165-1(d)(1), 1.165-7(a)(1), Inconme Tax Regs. In
circunstances where the full extent of the loss is not known, the

deduction can be clained in a subsequent year. See Kunsman V.

Comm ssioner, 49 T.C. 62, 72 (1967); Allen v. Conm ssioner,

supra. However, one’s entitlenent to a casualty | oss deduction
cannot be postponed beyond the year in which the full extent of

the loss is known. See Kunsnman v. Commi SSioner, supra at 72;

Katz v. Conm ssioner, T.C. Menp. 1983-8.

Respondent disallowed petitioners’ casualty | oss deduction

on the basis that petitioners had failed to establish: (1) The
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exi stence of the event that caused the casualty loss; (2) the
| oss occurred in 1996; (3) the fair market value of petitioners’
resi dence before and after the alleged casualty; and (4) the
adj usted basis of their residence.

Petitioners acknow edge that they did not sustain the
casualty in 1996. M. Hunter testified that they originally
di scovered the foundation danage in 1995 but believed the damage
resulted from an earthquake occurring in 1994. M. Hunter stated
that, on the advice of their tax preparer,® they decided to take
hal f of the casualty loss in the 1995 tax year and the renai nder
in the 1996 tax year.

A casualty loss froma single event generally cannot be

deducted pieceneal. See Katz v. Comm ssioner, supra. The |osses

nmust be deducted either in the year the casualty was sustained or
in the year when the full extent of the loss is known. See id.
We therefore find that because petitioners knewin 1995 the ful
extent of the damage to their residence, they were not entitled

to deduct part of the alleged casualty loss in 1996.°

8 Petitioners used a professional tax preparation service

to electronically prepare and file their 1995 and 1996 returns.

® If the casualty occurred in 1994, the | oss generally can
only be deducted during that year or the year in which the ful
extent of the loss is known. |f such year is not properly before
the Court, then we are barred from addressing the nerits of the
casualty | oss deduction. See sec. 6214(b); Katz v. Conm ssioner,
T.C. Meno. 1983-8.
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Accordingly, we also sustain this part of respondent’s
determ nation
To the extent not herein discussed, we have consi dered
petitioners’ other argunents and found themto be irrel evant or

Wi thout nerit.

An appropriate O der

and Decision will be entered

for respondent.




